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COMMITTEE ON ACCOUNTS, ENROLLMENT
AND REVENUE ADMINISTRATION

tember 17, 2002 4:30 PM
Sep

Chairman Shea called the meeting to order.
The Clerk called theroll.
Present: Aldermen Shea, Guinta (arrived late), Smith, Thibault, Lopez

Messrs.: Kevin Buckley, Kevin Clougherty, Chris Doyle, Kevin Dillon,
Chief Driscoll, Randy Sherman, Sharon Wickens

Chairman Shea addressed item 3 of the agenda:

3. Reserve Account Ordinances referred at the request of Mayor Baines:
a) Tax Rate Stabilization Reserve Account
b) Special Revenue Reserve Account
C) Risk Retention Reserve Account

Alderman Lopez asked can we have some review from the Finance people.

Mr. Clougherty stated as you know as part of the financial difficulty that the City
Is experiencing we thought it might be a good time to take alook at putting into
place some policies that would help to avert a situation like we' re facing now in
the future and to try and build a good foundation for the management of the City
in the future and we did an analysis of what other people are doing around the
country and tried to take alook at what the credit agencies/investors |ook at to see
if there is some way we could strengthen our already strong position and maybe
position ourselves to move up even more. Inlooking at that we thought there were
three areas that we could do something about and we' ve given three separate
resolutions here, they’re not a package, they’ re presented as three individual items
and we can walk you through them if you would like and explain how they might
work, if that would be helpful. Thefirst one we haveisaTax Rate Stabilization
Reserve Account...the intention here isto set up a mechanism in ordinance that
would provide for the putting away of a portion of the fund balance each year (in
good years) so that when you encounter a situation such as we'rein now you have
some money to devote towards reducing the tax rate. Randy | think has handed
out some things and I’'m going to let him walk you through those handouts.
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Alderman Thibault stated | don’t know where this money is coming from or where
we're getting it but let me just ask a question here. | had already heard that it was
against the law for usto hold money from one year to the next, am | mistaken with
that?

Mr. Clougherty replied no what we're talking about here is fund balance and
alocations of your fund balance. Y ou're not doing anything that we haven’'t been
allowed by statute to proceed with. We've had the Solicitor make sure that this
language is allowable.

Mr. Sherman stated what we' re doing on the Tax Rate Stabilization Reserve
Account is |’ ve handed out two pages out of last year’ s financial statements and on
page 1 there are two numbers that are highlighted there. The first number
($3,777,077) isthe City’ s General Fund undesignated fund balance. The second
number over to theright is the School District’s undesignated fund deficit (in this
case), but hopefully going forward it becomes afund balance. What we're seeing
in the Tax Rate Stabilization is we would take those two numbers and add them
together, so we come up with atotal there. Now, in this case, that isjust over
$800,000 if you add those two together. Then what we would do isyou go to the
second page where it show what our property taxes are and that’ s the number
highlighted on the left ($85.596 million) and we compare that number to one
percent (1%) of the $85 million, so in this caseit’s $855,968. Anything from the
first two numbersin excess of that one percent (1%) of the second number would
be moved into this Tax Rate Stabilization Account. What we're trying to do is set
up an account that can be used...when you run into problems like we have this
year where the valuation was off or...

Alderman Guinta arrived at the meeting.

Chairman Sheainterjected, Randy, could you just review that for Frank because
Frank just camein alittle bit late.

Mr. Sherman stated again we' re talking about the Tax Rate Stabilization Reserve
Account...what we do is take the undesignated fund balance of the City side, the
$3.7 million and we add it to the undesignated fund balance of the School District
which in this case was a deficit of $2.9 million; that gives us $817,000...we would
then go to the tax that’ s raised on the second page of $85.596 million and we come
up with one percent (1%) of that. Anything in excess of the one percent (1%)
would be put into this Tax Rate Stabilization Account.
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Mr. Clougherty interjected think about it...in your own home finances you at |east
want to have something as undesignated set aside in case of an emergency or for
other purposes. S0, that’s why we' re doing that and that seems to be an industry
standard.

Mr. Sherman stated what’ s happened in the past is you have your Revenue
Stabilization Account that can only be used when we have a shortfall in the
revenues. So what this account we be therefore, isto allow you to have afund that
you could tap or again like this year we have a shortfall in our assessed valuations
from what you use to tax rate setting or if the revenue that we' re sending up to the
State at tax rate setting time are less than you had anticipated. Now, the Revenue
Stabilization fund can’t be tapped when you’ re revenue estimates are short
because at that point you technically don’t have a shortfall in revenues because
you can raise it in property taxes. So, that one can really only kick in at the end of
the year, but what thiswould do is allow us to set up this reserve fund in advance
to be able to be used for these other issues. Now, the reason we' re taking only the
excess over one percent (1%) isthat leaves us that one percent (1%) cushion in the
undesignated fund balance. Y ou never want to dry your undesignated fund
balance down to zero. So, we set that at the one percent (1%). Then what we will
do isanything that’ s in the Tax Rate Stabilization fund can be used during the
budget process to be applied against your projected budgets or again can be used
when you go to set the tax rate to say well, some of our numbers have changed we
can go in and tap that. Now, the way that we have this set up is when you put
money into this fund in any one year we're asking that you only use 50% of
what’sin the fund because what that will do isallow you or lead you to know that
at least coming the following year you’ ve got at |east the same amount. So, you
don’t see thiswhip saw effect in your budgets. Now, what’ s happened in the past
iswe do the budgets and aldermen say okay well we can put $1.6 million in this
year’ s fund balance and reduce the tax rate. Next year comes along and we don’t
have $1.6 million, you only have $200,000 and what that meansis you have a $1.4
million shortfall and now you're tax rate starts to jump up and down or now you
have to go in and drastically start cutting your expenses. So, what thiswill do
hopefully is keep an even keel there...now, obvioudly, if you use half of it this
year and you don’t put anything in the next year you can now that that entire
amount and use it, but at least it gives you awarning that (keep in mind) next year
you don’'t have anything to use. So, you can useit al, but obviously you don’t
have to use it all and what we' re planning on doing again like the Revenue
Stabilization fund we've got a cap on it of five percent (5%) so it can’'t get up to a
certain point. We aso put acap on it that you can use anymore than 110% of the
prior year, so say | put $2 million in there...the budget comes along, | take a
million dollars out, so | now know | have amillion dollars for next year. But,
what if | put another $2 million in thisyear. Rather than allow you to use $1.5
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million only alow you to go up to the $1.1 million, that way it can keep growing
the account so when these years like this year we needed $2.1 million you could
have gone in and tapped it and it wouldn’t be right down to zero. That iswhat the
intent of this ordinance isfor.

Mr. Clougherty stated put aside money in the good years so you'll have themin
later years. And, there’'s no appropriation here, | want to make that clear. Thisis
afund balance calculation at the end of the year, it’s not where you' re going to
have to raise the taxes. It’s after everything is done and you add up your pluses
and minuses for the year if there’s something left over that’s what we' re talking
about, how that gets allocated to be used in the future.

Alderman Lopez stated we're just using a sample here. How do we take money
out of the fund balance for 2001 for the tax rate, we took money out of there
before right, Kevin?

Mr. Clougherty replied you' ve alocated as part of your budget process.
Alderman Lopez stated that is still in play, isthat correct?

Mr. Clougherty replied yes. Let mejust clarify that because | don’t want anyone
misunderstanding what we're doing here. When you set your tax rate, as you
know there’s the revenues, the expenses and there’ s fund balance and there’ s the
valuation. The revenues are attested to by the Finance Officer, the expenditures
are what you people adopt as resolutions and then there' s the valuations which are
put in by the Assessors and then this fund balance which the Board sets. Now, in
the past in the good years...thisis Chris Doyle...you may remember from the
other night who iswith our financial advisory services who helped to draft some
of this stuff...but, the point | was trying to make is that in previous good years you
might draw down a whole bunch of your fund balance and use that to reduce the
tax rate from 3% to 2% or 4% to 3% or 4% to 2%. What this saysis the amount
that you' re going to be able to apply in those good yearsis going to be reduced
because you' re going to have to put something away for when the tax rate is going
from 4% to 8%. So, it does put a discipline on the Board and it does that for a
reason, but depending on where you' re coming from that is one of the strengths or
weaknesses of this. It doestake away some of your flexibility to use all of your
fund balance in a particular year to reduce the tax rate and our feeling isthat in
good yearsthe rate isn’t that high and it shouldn’t have that much of an affect
anyway, you should be putting aside.



09/17/02 Accts., Enroll. & Rev. Admin.
5

Alderman Lopez stated | guess maybe the question should be is the fund balance
and doing something like thiswhich isnew...what in the financial world isthe
most prudent thing to do...isit something like this or something like the fund
balance.

Mr. Clougherty replied something like this. Chrisislooking at places all around
the country and sheisour Financial Advisor from Boston and they advise the City
of Boston and any number of New England cities and they’ re one of the largest
financial advisorsin the country.

Alderman Lopez asked is she recommending this, is that what I'm hearing.

Mr. Clougherty replied she helped in reviewing these and making sure that these
policies are something that can help to strengthen our financial reputation going
forward.

Ms. Doyle stated | guess what | would say is that among highly rated and
recognized and these recognized as being well-managed financially, they often
have some policies that are similar to this, they're dl crafted alittle bit differently
depending on the entity, but thereis...we do see consistently among highly-rated,
financially well-managed cities something akin to these type of policies.

Alderman Lopez stated just two more questions, Mr. Chairman. The five percent
(5%) where is takes two-thirds of the Board of Mayor and Aldermen...isit the
two-thirds at any time before that 5% or do you have to get the 5% percent we can
take money out of there.

Mr. Sherman replied no, it would be at any time.

Alderman Lopez stated maybe I’ m the only one but can somebody maybe do
some...maybe a sheet of what we're really talking about so we can seeit, so | can
seeit. If you took the year 2000 and 2001 and Randy what you just said could you
put that down if we had thisinto place...can we look at something and say it
would have been better.

Mr. Sherman replied yes, | can go back and maybe I'll go back five years and run
the numbers and show you how much would be in there...

Alderman Lopez stated unless I’ m the only one...

Alderman Thibault stated that sounds reasonable.
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Alderman Lopez stated so that we can see that if we did that in the year 2000 what
we were looking at.

Mr. Sherman stated again if you look at the current year we have here actually you
wouldn’t have put anything in this year because again the fund balances are only
$817,000 and 1% is $855,000, so if we were going for it in 2001 no additional
funds would have goneinto it.

Alderman Lopez stated I’ m just trying to understand it that’s all.

Mr. Sherman stated we can certainly go back and do a number of years so you can
see how it would have tracked if we had been doing it.

Chairman Shea stated | think what Randy would also say is that when your tax
rate istwo or three percent it probably makes alot of sense to try to not put as
much towards the general tax budget and put something away for the stabilization
so that when you have the lean years like we have where you would not be able to
reconcile the figures, as they would say, then you would probably be able to use
this or a certain percentage.

Alderman Smith asked how does this affect the Rainy Day fund couldn’t we go
into the Rainy Day fund and cap the Rainy Day fund at a certain amount and
anything over that certain amount would go into this fund wouldn’t that be
simpler?

Mr. Sherman replied the Rainy Day fund does have a cap on it, that’s based at 5%
of your expenditure levels because that’ s there in case you have arevenue
shortfall, at least you then have the cash to pay for the expenditures. We're
actually fairly closeto that cap right now. Depending on assuming we can have a
couple of positive yearsin arow here we might actually hit that in the next couple
of years, but that is actually based on your current year’ s operations, not your fund
balance. So, once the dollars go into that then you look at what' s left in your
undesignated fund balance and then that is what you tap to put into this account.
So, the Rainy Day fund still gets funded first, then you go to the undesignated and
put money into the Tax Rate Stabilization.

Chairman Shea stated as you stated the Rainy Day fund in predicated upon the
budget, so when the budget does become raise or for a better word is “higher” you
have to add more to the Rainy Day fund.
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Mr. Sherman stated you’ re always chasing a higher number but asit goes up
incrementally...we started in ’ 93 with zero, so over the last ten years we' ve been
able to almost get it up to that 5%.

Chairman Shea asked are there any other questions?

Alderman Lopez replied yes one for the financial advisor...in looking at the Rainy
Day fund as we're talking about I’ m sure you'’ ve looked at that or you know about
it...if we were to implement these particular policies and cap the Rainy Day fund
asitistoday, if these policies were implemented would that have any financial
bearing on the overall finances of the City?

Ms. Doyle replied the Rainy Day fund and these types of funds are two different
ways reserves. | think that the Rainy Day fund based on your expenditure sideis
difficult to...l can’t tell you that you would have an immediate negative financia
impact by capping it, but | would say that capping it in away goes alittle bit
against the concept of the Rainy Day fund because you know overall your
expenses are going to increase over time so it does make sense to have that Rainy
Day fund to be based on a percentage based on your current expenditures.

Mr. Clougherty asked do you want us to go through the next one.
Chairman Sheareplied yes go through the next one and explain that.

Mr. Clougherty stated the Special Revenue Reserve Account | think is pretty
straightforward. What that saysisthat if we enter into a position where we are
lucky to see awindfall from the sale of land or for some other reason that we put
that money into a special fund to be used for one-time capital or economic
development types of activities. Because what happensisif you take $8 million
that you get in awindfall this year and you put it into your budget it looks great
this year, but then next year you’ ve got that $8 million plus hole to fill and that’s
where your tax rate goes crazy. So, what this doesisit says you take that $8
million and put it aside and put it into something that’s not going to affect you.

Y ou pay cash for cars, you pay cash for capital items and then you see this
stabilization again of the tax rate, so you're not continually putting thingsin the
tax rate that is going to be disruptive. And, the way we would treat it is almost
like atrust fund where we would separate it out into principle and interest and
alow at first the interest to be used and also the principle could grow over time
and you' d have a capital reserve of sorts.

Alderman Smith stated in 3(b) it’s only from devel opment fees, economic
development and proceeds from insurance...no other...
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Mr. Sherman stated what we're looking for are those types of revenues that are
really non-recurring so like this year you put money into the sale of a parking
garage. Well, in future years, you wouldn’t be able to put that into your budget. |If
you sold one those proceeds would go into this account. So, again, certain things
happen and even though they may happen four out of ten years we're still saying
that that is really a non-recurring thing, you really don’t want to be budgeting on
it, it' s aso the type of thing like using your fund balance to reduce your property
taxes. You don’'t want this whipsaw effect where it slike well, we'll sell
something, we won't sell something. So, it’s those things...the sale of property,
we' re talking about sale of tax deeded property where there may be an income
sharing type deal...as we're looking at things you might be talking land leases that
you might have as a one-time deal ...we used to get insurance checks for asbestos.
We were getting asbestos checks sporadically for a number of years. Well, those
are the types of things you obviously can’t budget for...when those would comein
they would go into this type of an account.

Mr. Clougherty stated by using it for capital that helps you too because you're
debt service goes down because you' re not borrowing and that’ s why it appealsto
investors also.

Chairman Shea stated you can now review 3 (C).

Mr. Sherman stated with the Risk Retention Reserve Account and | didn’t
highlight them, but if you go back to the first page of the handout that we
had...the number that’s highlighted there the $3.7 million...if you go up alittle
higher in that same section there’ s a $624,000, a $1.610 million and a $1.452
million...those are our three reserves for our insurances. The $624,000 is for
Worker’s Comp, the $1.6 million is Health insurance and then the $1.4 million is
CGL. What this account, in essence, doesis every year you budget and let’s just
stick with Health insurance, for example...you budget amounts for Health
insurance. Well, the City is self-insured on all of these so as we pay our self-
insurance claims you' re either going to be under budget or you' re going to be over
budget. Now, what we're saying isif you are under budget for health claims
anything in that difference between what you budget and what you spend would
go into this account. If you're over budget we take it out of this account. Now,
what we've got isin here that’ s really the process that we' ve been following for
years. What thisdoesisit codifies that process and it puts a cap on each one of
these accounts. It puts a 90-day spending cap on Health insurance and then each
year Harry goes out and does actuarial studies on Workers Comp and CGL, so
when he gets those numbers and what they thing our reserves should be that would
be the caps on those. So, what that doesisit allows us to keep all of our insurance
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funds fully-funded. If one gets fully-funded the excess gets swept out and would
go to one of the other unfunded or under funded accounts until they’re al fully-
funded and then at that point it would come back to the undesignated fund balance
and then the aldermen could use it for any purpose they saw fit.

Alderman Guinta asked how long has the Rainy Day fund been in existence?

Mr. Sherman replied we put it in the year that we changed the fiscal year, soit’s
been since’93.

Alderman Guinta asked have we ever used it?

Mr. Sherman replied we've had deficits once in that amount of time that we
actually ended up tapping it so we didn’t have a deficit. So, the way that oneis
designed isif we have an operating deficit we transfer money out of that to
prevent us from having that deficit. But, it has to be because of arevenue
shortfall.

Alderman Guinta asked do you recall how much money that was?
Mr. Sherman replied | don’t that was a number of years back.

Alderman Smith stated in reference to the reserve account for health claims asked
if the Highway Department overexpended and they only have so much money in
the budget for health claims then would it go to Harry’ s department or would you
have this special fund set up to balance out the Highway Department.

Mr. Sherman replied what Harry does is every year he tries to budget an amount as
areserve within his annual operating budget. If he doesn’t have enough there at
the end of the year it would come out of this account.

Alderman Thibault moved to recommend that the Reserve Account Ordinances
ought to pass. Alderman Guinta duly seconded the motion

Alderman Lopez asked before it goes to the full Board could you give us samples
at least so | will understand alittle bit better as to what is going on here.

Mr. Sherman replied I’ll forward those along to you.

Chairman Shea asked are there any other questions needing to be clarified by the
Finance Office.
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Chairman Shea called for a vote on the motion. There being none opposed, the
motion carried.

Chairman Shea addressed item 4 of the agenda:

4.  Communication from Chief Driscoll requesting review of increased
revenue recommendations for the Police Department.

Alderman Thibault asked, Chief, in looking at this cost sheet here is this because
your costs are going up to that extent is that what you' re saying here.

Chief Driscoll replied as aways we try to review our revenues during the budget
process and then specifically this year we were asked to take areal hard look at
different areas that the revenues might be less than surrounding communities and
areas that could be or should be increased. In doing that, we found the following
fiveareas and | must point out to you that there is an error on the document in the
further column over where it says “Increased Revenues’ and look down to the
third line down where it says “Booting Fines’ the number says $5,927 that is not
an accurate number it should be $2,980, so that would decrease the total...as we
looked at revenues in the different areas we don’t have alot of revenues over at
the Police Department other than parking fines and some of the areas listed here.
Aswe scrutinized them we felt that these four areas certainly could be increased
and | felt that they were very reasonable to present to the Board and would be
accepted by the community as reasonabl e increases.

Alderman Thibault stated you say that that is comparable to the surrounding towns
and cities.

Chief Driscoll replied yes with the exception of the Resident Parking Permit
fee...presently it’s zero, the City facilitates that out of the Parking Violations
Bureau, most communities don’t have Resident Parking...we're one of the few in
New Hampshire, so | don’t have agood handle on that...but, it's presently zero
now and we issue them a sticker and keep track of them. | don’t think a $20 fee
for Resident Parking in the community which they presently do for nothing now is
unreasonable at all. | think it’'s very reasonable.

Alderman Lopez stated going back to the Resident Parking...right now, nobody is
paying afeethey arejust given a permit.

Chief Driscoll replied that is correct thereis no fee at thistime.
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Alderman Lopez stated define Residential Parking to me, please.

Chief Driscoll stated within certain areas...in this area (City Hall) over Laurel
Street area...it'savery defined area... people can come to the Traffic Violations
Bureau provide proof of residency in those areas and receive a Resident Parking
Permit...they can park in those areas as long as they display their permit we don’t
bother them.

Alderman Lopez stated those Residential Parking Permits were put in by the
Alderman.

Chief Driscoll replied yes they were, absolutely.

Alderman Lopez stated because of ...

Chief Driscoll stated because they lived in the inner-city, because there was
competing people...people would come here during the day and park, they’re
restricted ability to find a place to park and the fact that they lived in front of those
residences as well as the impact of the Verizon Arenathat it brought so many
people in over there that they wouldn’t have an opportunity to park there...the
City put meters where there weren’t meters before, it was felt that it was
reasonable because they were taxpayers and allow them to park there.

Alderman Lopez stated alot of these places are low-income areas, | don’t know
which wards have Residential Parking, isthat all over the City or no?

Chief Driscoll replied no just a couple in the Downtown area.

Alderman Lopez asked is that because of the civic center...if | recall we did the
Residential Parking?

Chief Driscoll replied yes that was the main reason.

Alderman Lopez stated and now we' re going to charge them.

Chief Driscoll stated that would be my recommendation.

Chairman Shea stated that is kind of discriminatory though in the sense that if |
park in front of my house or you park in front of your house we really don’t have

to have one of these do we?

Chief Driscoll stated | didn’t follow your question, Sir.
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Chairman Shea stated what I’m saying isto meit’s somewhat discriminatory if a
person living at 80 Laurel Street would have to pay $20 to park in front of their
own house. | don’t haveto pay that, | live on Vinton Street and | don’t have to

pay...

Chief Driscoll stated that is true but these are all time zones and meters and for
people to be exempt from the meters and time zones they’ re issued a permit...

Chairman Shea asked which came first the people living there or the fact that the
civic center camein and kind of brought in this kind of problem, to me it seems
discriminatory in that sense because unless we charge everyone all over the City to
park in front of their residences we certainly shouldn’t single out people because
of circumstances beyond their control that they have...

Chief Driscoll stated certainly | respect your view, | guess most locationsin the
City can’t park in atime zone and be exempted from atime zone. In certain
locations where there Residential Parking Permit is you certainly can do that, so |
guess | see alittle bit of adifference there.

Chairman Shea stated people at the high rises they have parking places don’t they.
Chief Driscoll replied | believe so, absolutely.

Chairman Shea stated so they don’t have to pay a permit to park there do they?
Chief Driscoll replied no, | think that’s all MHRA property where they park.
Alderman Lopez stated the towing that we talked about that’s not on here.

Chief Driscoll replied no it’s not.

Alderman Lopez asked isthat adifferent...

Chief Driscoll stated that’s being looked at and will be brought back to you in a
different committee.

Alderman Lopez in reference to Cruiser Use Hourly asked how does that work?
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Chief Driscoll replied under the right set of circumstances if somebody calls up
and has a particular need for a police officer, if it'sanight or something, if there's
apole down, an accident and Public Service needsto hire a police officer and
needs the advantage of having a police car there to protect the officers and the
folks working we will send one, but we feel that at $5/hour isaminimal feeto
charge that and many communities charge more than $15.

Alderman Thibault stated in reference to what Alderman Sheawas just talking
about, I'm wondering if thereisn’'t a problem there. Let's say, for instance, the
people on EIm Street where' s there’ s meters now and live there if they park in
front of their house where there’ s a meter they will get tagged.

Chief Driscoll replied not if they have a Resident Parking Permit.

Alderman Thibault asked do they have Resident Parking there?

Chief Driscoll replied yes.

Alderman Thibault stated | thought it was just concentrated area you were talking
about.

Chief Driscoll stated no...perhaps| should have brought amap, | didn’t. But,
there are a number of areas within the Downtown areathat are covered by that.

Chairman Shea asked for the committee’ s recommendation.

Alderman Guinta asked what motion would you be looking for.

Chairman Sheareplied to either accept it in totality or accept it partially.
Alderman Guinta moved to approve the increased revenues at the Police
Department by deleting the Residential Parking Permit fees as requested allowing
it remain at zero. Alderman Lopez duly seconded the motion. There being none
opposed, the motion carried.

Alderman Lopez moved to accept the increased revenues at the Police Department

asamended. Alderman Smith duly seconded the motion. There being none
opposed, the motion carried.
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Chairman Shea addressed item 5 of the agenda:

5. Communication from Kevin Buckley, Internal Audit Manager, submitting
an audit status update.

Alderman Smith asked could we hear from Kevin first on the status.

Mr. Buckley stated there are afew things on here...the first is the Highway
Department’ s year-end consumabl e inventory audit...the one | do every year that
my department’ s been doing for several years. Every year there has been less and
less observations, this year isjust one minor observation...the first few yearswe
were concentrating on getting the actual physical inventory to match what wasin
the Module and this year everything matched up and | found no problems there
and thisfinal observation hasto do with getting the Module to reconcile to the
general ledger. Asan addendum to the report itself I’ ve recently gotten areply
from the BMD (Building Maintenance Division) that they are now doing their
reconciliation on a quarterly basis and so that is also being taken care of. The next
thing on there actually has to do more with the tabled item 10, so | don’t know if
you want to wait until then or not to discussiit.

Alderman Smith replied | think we would like to have it discussed now if you
would, Mr. Chairman.

Chairman Shea stated | guess you can discuss it now and you can say whatever
you have to say now.

Mr. Buckley stated you' |l notice | attached a letter from Central Parking
Corporation and if you remember we had problems with their Worker’s Comp rate
when | did the audit | felt it was way too high and they were charging in excess of
the actual cost and they’ ve agreed that it’s too high and they’ ve come up with a
methodology to determine arate. I’ve looked over their methodology and their
rate which was 12% and they have now dropped it to 7.91% and if the Board
agreesto this...the Committee and the Board agree to this, | guessthey’ll go back
to three years recal cul ate the rates for the three years back that you had requested
and | believe what they are getting at isthey will give usarefund for the three
years the money that they’ ve overcharged. And, going forward thisis now how
they will calculate the rate.

Alderman Guinta asked is the rate going to be recal culated each year?
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Mr. Buckley replied yes. They will recalculate it every year because every year al
of the different...there are three parts to the rate and every year those change
depending on their experience with their paid claims and afew other things, so
every year at acertain time you have to recalculate it and they’ Il be doing that.

Alderman Guinta stated the last time we met and we identified this as a concern
did you have arecommendation as to what the percentage should be, | just don’t
recall?

Mr. Buckley replied | think when | calculated it it was at 6.9% or something like
that, it was lower.

Alderman Guinta asked so why do we have 7.91% if you’ re recommendation was
6.9%7?

Mr. Buckley replied | was calculating on a.35 MOD.
Alderman Guinta stated | know what the MOD is but you were using .35% and...

Mr. Buckley stated from the insurance documents | got istheir actual MOD...but,
from the insurance people I’ ve talked to since then and talking to their insurance
people and separate ones away from them, so that | could get an opinion that
wasn't influenced by anything...no oneis going to chargea .38 MOD...it'sjust
unreasonably low and so they usually double it or even more, they usually don’t
like to charge aMOD less than .75 and even at that sometimes they don't.

Alderman Guinta stated wait a minute, their MOD is .38...

Mr. Buckley stated if you look at their actual experience the MOD is .38, but
insurance companies will not accept that and will not...

Alderman Guinta interjected because it’ s too good.

Mr. Buckley replied exactly. They'refeeling isthat it’s an aberration and okay
we'll catch up to them. And so insurance companies will not use the .38...there's
alower limit that they will accept asaMOD and depending on the companies|’ve
talked to some have said .75, some have said .85.

Alderman Guinta stated so we're not realizing any benefit for utilizing a company
that hasalow MOD rate.

Mr. Buckley stated anything below that .75 or .85 no.
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Alderman Guinta stated let me ask you a question. |f we were using adifferent
company that had a higher MOD than .38 but lower than say .75...say we were
using a company that was .5 or .6 for aMOD what would an insurance carrier do
at that point, would they use the .5 or would they double that number?

Mr. Buckley replied they would use the same figure that they would use for this
company because there is only far down they will feel comfortable with.

Alderman Guinta stated so to the insurance carrier .38 and .5 are essentially the
same.

Mr. Buckley replied yes.

Alderman Lopez moved to accept the audit status update and approve a
7.91%Workmen's Compensation Rate with Central Parking Corporation and be
reimbursed for the past three years, recompute the charges using the appropriate
rates and MODS. Alderman Thibault duly seconded the motion. There being
none opposed, the motion carried.

Chairman Shea addressed item 6 of the agenda:
6. Monthly financial statements for the month ended August 31, 2002.

On motion of Alderman Lopez, duly seconded by Alderman Guinta, it was voted
to receive and file the monthly financial statements.

Chairman Shea addressed item 7 of the agenda:

7. Quarterly financial statements for the period ended June 30, 2002
(FY 2002).

Alderman Guinta asked for a brief run through.

Mr. Sherman apologized for the fact that you really didn’t get these much before
the meeting. | guessthe onethat | would probably want to focus on here isthe
Quarterly Financial Reports...go to pages 1 and 2 (Balance Sheet)...thisis similar
to the page that we handed out when we were talking about number 3 and look at
the itemsin the fund balance column. Now, if you recall the numbers we were
looking at in item 3 above you' re Undesignated Fund Balance is $3.7 million...
remember that from the earlier discussion...as of right now the City’s General
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Fund Undesignated Fund Balance is up to $4.687 million...so we did add to that
number by almost $900,000...despite everything that the City went through last
year the shortfall of revenues, the Welfare issue where we had to come up with
over $800,000 to cover the Welfare costs, we still ended up with a surplus for last
year. So, | think the City did real well. Schooal...I don’t have any numbers on at
thispoint. Wewon't get their numbers for another month or so, so they’re not in
these numbers.

Alderman Thibault asked what is the feeling there...the Schoal...

Mr. Sherman replied the last | heard they will be within their appropriation as they
should be and as the School Board was here in the Spring and if you recall they
were looking for the Board to appropriate some of their surplus revenues...my
understanding is that those surplus revenues do exist and they should actually be
turning a surplus in the $500/600,000 range. So, again, that will help offset their
deficit and as you recall as part of the court settlement that we had with School
they were supposed to be working that deficit off of 2001, 2002 and 2003 and then
in 2004 you' |l actually have to raise the rest to fund the rest of that deficit. So,
that’ s good news from the School Department as well.

Alderman Smith asked how is the communication between the Finance
Department and Mr. Chapman, the School Department and your office, Kevin? Is
it very friendly, are you communicating, are you getting reports on time?

Mr. Clougherty replied our communication with Mr. Chapman has aways been
cordial. The problems have always been with the interpretation of rules, so it
hasn’t been anything...but, this year we think that with the court ruling we're al
operating from the same set of rules.

Chairman Shea asked, Randy, when would you expect reports from the Schools?

Mr. Sherman replied my hopeis that we would start seeing their numbersif not by
the end of this month, by early October. My understanding is that their auditor
will be in about the same time oursis which oursis coming in September 30", so
at that point they should at least have auditable numbers and they’ re subject to
change, but typically we get their audit in November, so we can roll their numbers
into our numbers so we can finish our audit.

Mr. Clougherty stated remember the standard is you should as a government entity
be able to close your books within ninety (90) days of the end of the fiscal year.
The City’ s closed in sixty (60) and we're giving you these reports but
understanding that there are still some adjustments that have to go on because of
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School and all that so what we will do isturn these over to the auditors with the
goal of getting a fully audited financial statement to the Board on or about the 1%
of the year and that’ s our schedule right now and hopefully we can stick to it and
move from there. A lot of times we give you these quarterly reports and highlight
some things about them...just remember there are three pieces that you always
get. There'saquarterly financial that Randy was just talking to and that gives you
the history of the expenses and revenue by each department going back in time
and gives you information on the City’s General Fund. The other report isthe
Quarterly Treasurer’s Report...that tells you where your money is, what banksit's
in, what interest ratesit’s earning, what your bonds are and all of that and then the
third report is your CIP Projects and what the balances are and where they were at
the end of the year, so if you're looking at these and if there’' s anything we can do
to improve them or if you want us to speak to them we' d be happy to do that but
the more people are looking at them and criticizing them...the sooner we find
mistakes, that iswhy we put them out. If thereis something wrong we want to
know about it because then we can fix it as soon as it's made avail able.

Chairman Shea stated I’'m sure all of the members of the Committee and | speak
for them appreciate your hard work and obviously keeping your house in order,
it’s deeply appreciated.

Alderman Smith moved to accept the three financial reports (Quarterly, CIP and
Treasurer’s). Alderman Thibault duly seconded the motion. There being none
opposed, the motion carried.

Chairman Shea addressed item 8 of the agenda:

8.  Communication from Sharon Wickens, Financial Analyst |1, submitting
reports as follows:
a) department legend,;
b) open invoice report over 90 days by fund;
C) open invoice report (all invoices for interdepartmental billings

only);

d) open invoice report (all invoices due from the School Dept.
only); and

e) listing of invoices submitted to City Solicitor for legal
determination.

Alderman Lopez moved to accept the reports as submitted. Alderman Guinta duly
seconded the motion. There being none opposed, the motion carried.
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TABLEDITEMS

9. Communication from Sharon Wickens, Financial Analyst I, submitting a
Collections Policy for review.
(Tabled 05/21/02)

On motion of Alderman Lopez, duly seconded by Alderman Guinta, it was voted
to remove item 9 from the table for discussion.

Alderman Lopez stated before | get to questions...this has been going on for a
long time and maybe, Sharon, you can bring us up-to-date and what we' re going to
do to make sure we have Water Works in there now and the only thing we're
dealing with is the Airport and whether we' re going to exempt them.

Mr. Clougherty stated let me give you alittle background here. We had submitted
to the Board a Revenue Policy for the City quite some time ago and there were
some question as to how enterprises would be treated under the Revenue Policy.
We agreed to get input from all the different enterprises and to take that into
consideration and see if we wanted to make any changes to the final draft before it
was adopted by this Committee and referred to the Board for final adoption. So,
we got input from a number of departments and we went back and made some
changes which isthisfinal draft language. The changes that we made are
primarily for...because again thisis an ordinance that’s in front of you and we
want to make sure that the ordinance is accurate. Water, for example...Water has
some problems under Special State Statutes that were adopted for them years ago,
they can shut off the water, they don’'t need a collection agency. They have an
extraordinary remedy. EPD can put alien on your property, the Tax Collector can
put alien on your property. So, in those cases for those purposes what we've said
Is certainly we're not going to use the collection agency and they would be
somewhat exempt from that for those purposes only and we' ve gone on to list on
this page all these other items. |If you take alook at Item G what our feeling is that
the Ordinance should say that thisis the policy, but G says any department heard
or Finance Officer can come before you, the Committee on Accountsin the future
and ask to be exempt for certain accounts or classes of accounts from the
collection of unpaid revenues. Now, what our recommendation is from the
Finance Department is that you adopt these changes along with the balance of the
Revenue Policy and you forward that onto the Board for adoption. Once that’s
adopted it’ s our understanding that Kevin would come back with some of the
things that he thinks should be exempted from the policy and that those would be
considered at that time by the Board for exemption. But, we're not recommending
that any departments have carte blanche exemption from policies on collections
going forward.
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Chairman Shea stated one of the considerations too that | think iswe probably
have intrinsic trust in Kevin Dillon but we don’t know who may succeed Kevin
Dillon, so that in there is where the problem lies because obviously with all of the
different problems that exist in our society today you want to make sure that there
isn’t some sort of a provision built-in that protects the City in the present because
of the confidence we have in the person in a position of authority, but in future
years one doesn’t know how that would...that iswhat | want the Board to consider
when they consider this policy.

Mr. Clougherty stated we would agree with that, Alderman. We trust Tom Bowen
but there has to be some checks and balances in terms of reporting requirements
and disclosure and things like that and that is why we structured the policy the
way we think it needs to be because again you have afiduciary responsibility...not
just for the General Fund but for all of these areas.

Chairman Shea stated, Mike, why don’t you continue.

Alderman Lopez stated | thank Kevin for bringing the rest of the members up-to-
date...let me also...which | did some research back for April 24, 2001 when this
whole area of Revenue Policy was discussed and at that time it was voted upon by
Aldermen Levasseur and Pinard that each department be addressed and each
department head sign-off on it, | hope that was done with a Revenue Policy but it
isinteresting that in July we went through this process again and I’ m not going to
read everything here except the conversation between both Kevinsin this case, but
they were going to sit down and write up some language that would include alot
of what you were saying during that meeting. So, had that developed in reference
to Kevin and maybe we should let Kevin speak so the Committee knows where
he' s coming from because | always felt being on Accounts before that we were
looking to exempt him and for him to come back and telling you Kevin working
out the language that you wanted so he provides you the necessary documentation.
| talked with you today, Sharon, and I’ d like to have Mr. Dillon speak because
that’ swhat he's here for.

Mr. Dillon stated | certainly agree with what the Finance Department istrying to
accomplish. | think the thing that concerns me though and something that | think
the Board should understand is that the Airport hasits own collection policy that
we have been following, was implemented quite some time ago when thisissue
first arose. The concern that | have in terms of just adopting a blanket City-wide
Collection Policy, it doesn’t take into account | think the unique operating
environment at the Airport and while | can understand Kevin's logic about
adopting it and then having me come down here asking for exemptions | think the
problem that | have isthat thereisjust about every provision of the Collection
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Policy we would run into problems with. For example, the way airlines report and
we collect passenger facility charges and landing fees. Typically, thereisa
considerable amount of 1ag time not because they want don’t want to pay us but
because of the reporting and accounting that they need to go through in order to
report that. So, for example, PFC’ s could be due in the month of May and we may
not actually get a check from the airlines until the month of September. | would
certainly hate to see because we' re required under a Collection Policy that states
that within thirty (30) days we're going to start dunning Southwest Airlines. |
think there is al'so some unigue operating arrangements with other tenants and
other concessionaires how we' ve written lease agreements. In some cases, lease
agreements conflict with this policy...item D for example (bankruptcy) is
specifically discussed in our airline lease agreements. We cannot write-off a
bankruptcy. It hasto be allocated out to the other airlines, so there’s a unique
operating environment at the Airport that | think needs to be taken into
consideration that can’t fall under ablanket policy. | certainly agree with what
Kevin is saying and what Alderman Shea said and | certainly appreciate the trust
that you have in me at the Airport, but certainly the Airport needs to have alevel
of oversight, but | think that level of oversight isthere today by virtue of the fact
that we report everything that we're doing at the Airport to the Finance
Department. 1t comes out in your 30, 60, 90 day listing. I’m not saying that the
Airport should not be reporting that information. What we' re talking about who
will make the determination as to trigger a collection action on a particular tenant
and | think that best stays (in this case) with the Airport. We know our business
out at the Airport, we know who are tenants are and we know what our accounts
are. But, certainly this Board...certainly, the Finance Department would always
have access to the information as to what is the status of our accounts by virtue of
the fact that we report that into the common accounting system.

Chairman Shea asked, Kevin, do you want to respond to any of the concerns that
are expressed by Kevin Dillon.

Mr. Clougherty stated again | think in many respects Kevin and | are the same
way. The Airport has grown to a point where it’s probably more like the MTA
than like the Highway Department and if you' re going to be looking at the Charter
in the future that’ s something you should be looking at isto give them some more
authority. But, in the meantime, | think there are internal controls and that these
reports are going to come to you and you are going to see those delinquent
accounts. Once you adopt the policy if Kevin wants to come back before you and
say | want to exempt the PFC’ s or all these other things then that probably makes
some sense. But, to just say in the ordinance that the Airport is exempt from these
or water is exempt from them | think is amistake and | think what you have to
take alook at isthe devil isalwaysin the details. Certainly, | agree with Kevin.
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Going out and taking United Airlines or taking McDonad' sto a collection agency
probably doesn’'t make alot of sense, but there are other smaller accounts, alot of
other activity that is not inconsequential that you may want to do. So, | think we
need to be specific in these areas and to come up with apolicy that alows for
some specific responses so that you feel that you haven't just given a blank check
to a department to deal with something.

Alderman Lopez asked can | follow-up with one question, please?
Chairman Sheareplied in the affirmative.

Alderman Lopez stated | just want to point out...Kevin, you' re saying the same
thing. Everybody’s saying the same thing and | recollect that on July 10" if we
were to approve this and at the same time give the exemption to the Water Works
and the Airport you said at that time that you would still get all of the reports you
need from the Airport and Kevin said that he would provide al of the necessary
documents, so we could approve this and at the same time give that exemption to
the Airport and the Water Works as was stated for the Water Works.

Mr. Clougherty asked what do you mean by exemption, Alderman?

Alderman Lopez replied exemption that he has his own policy into place just like
the Water Works has their own policy in place.

Mr. Clougherty stated the Water Works policy is set by State law and the Water
Works policy appliesto certain actions and activities in some areas they would
still fall under the collection agency because not everything they do would be
related to awater recovery. And, that’s afundamental difference just as EPD has
their allowances for liens under State law, that is not something that the Board of
Aldermen has, that is something that the State L egislature has adopted; that is a
significant difference.

Alderman Thibault stated what | want to know first of all isunless |’m mistaken,
Kevin, what happens at the Airport basically stays with the Airport. There'sno
monies coming to Manchester from the Airport. | can understand us having to
keep track of everything, Kevin, | understand all of that but | mean the Airport
runs on its own entity, if you will, and the monies that are generated at the Airport
basically stay at the Airport. | understand the policy you're trying to do and | felt
inJuly | felt that the exemption that we were looking for is to give Kevin the
exemption that he needsin order to fulfill what he has to do such as what he just
stated a minute ago where some airlines may be four months before you get the
check, that doesn’t mean their in arrears, it takes them that long to produce that
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check and that’ s the kind of exemption | felt we were trying to give them in July
unless | misunderstood something and then the firsthing | said was that the
Airport money stays at the Airport anyway, so how would that affect the rest of
the policy that you’ re trying to put together.

Mr. Clougherty replied we' ve put together the policy with the eye that you have
enterprises but I’ m the Finance Officer for the Airport, the Water Works, the
General Fund and al of the others and you're the Board of Directorsfor all of
those. You can't say we' re going to adopt policies for this part of the business, but
we're going to let this part of the business operate with something that’s maybe a
little less oversight and that’ s what we' re concerned with. We want to make sure
that you' re getting the reports certainly, but we also want to make sure that you
haven't given away the right to deal with things going forward.

Alderman Thibault stated my other question was | would like to have some kind of
atracking system that if somebody comesinto the City of Manchester and getsa
license or whatever to operate a business and fails for some reason in six months
or ayear, comes back next year under a different name and stiffs the City again for
another four or five thousand dollars; that isthe kind of thing | would like to seein
thiskind of a policy that we can track the owners of these businesses as they come
back and if in fact they stiff the City for $4,000 two years ago then we get it back
before they get another permit.

Mr. Clougherty stated the policy does address that and does include it and as soon
asthe technology is available that will happen.

Alderman Guinta stated | think the intent of this Board and probably this
committee and previous committees was to target entities that...for lack of a better
word “stiffed” the City and that was something that | was concerned about; that
was something this committee was concerned about and | think that’s what the
concern was two years ago. And, | think several months ago in June when we
discussed this there really wasn’t a concern about the Airport...I" m looking at
some of the conversations and it appears that Kevin Dillon is going to continue to
send reports to the Finance Department and the Finance Department agreed saying
as long as he does that there’ s no problem and we don’t have an objection to an
exemption for the Airport. So, | want to stay focused on what the initial intent was
and | think if there's a problem with the Airport al of a sudden we have at any
time the ability in the oversight to call Kevinin here, for example, and ask for
specific figures or actually you can do the same. So, to me what exactly are we
talking about...you had mentioned not McDonald’' s or not Southwest but there are
other ancillary or smaller...
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Mr. Clougherty stated you may have some minor leases or you may have
somebody else that dealt with providing revenue on asmaller basis to the
department.

Alderman Guinta asked has that been a problem at the Airport?

Mr. Clougherty replied no and | think...just to clarify our position, we have really
two things. We don’'t want to put the exemption in the ordinance...thisis an
ordinance. If you adopt the Revenue Policy and the Board adopts it the ordinance
changes. We don't want to put the exemption to the departmentsin the ordinance
because you know how hard it isto change an ordinance. We don’t mind once the
ordinance is adopted under G, that iswhy we put G in...the department can come
before this committee and deal with some of the specific issues and items that |
think Kevin istalking about.

Alderman Guinta asked under which letter does thisidentify it for the entire City.
Thisis supposed to befor...

Mr. Clougherty stated thisis the ordinance that appliesto the entire City that’s
already in place.

Alderman Guinta stated so we would have to create an exemption.

Mr. Clougherty stated right. So, what we're saying is under G the Board givesto
the Aldermanic Committee the ability to make exemptions asthey seefit. But, it's
not an exemption in the ordinance that exempts you from the entire revenue policy
because there’' s maybe some things in the Revenue Policy down the road that
Water or Airport might want to do with respect to interest rates and things like
that.

Alderman Guinta stated | can certainly understand that point, | think the problem
for me, at least, isthat theinitial goal wasto identify companies that come to
Manchester, for example, charge an exorbitant amount of money for police, fire
and then leave or people who are running up fines that don’t pay them and the
Manchester Airport is a pretty good chunk of business for us and | think that there
seems to be an appropriate level of oversight at this point. So, and again, | agree
with you that it’s not easy to change an ordinance but I’ ve got to tell you if all of a
sudden there' s something going on at the Airport, | think this committee would act
onit fairly quickly and | think the Board would agree. If al of asudden we're
owed amillion dollars because some of these smaller entities go bankrupt and opt
not to pay their leases, for example, | think number one we would see that coming
way in advance, you' d have to have a huge economic downturn in order for
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something like that to occur which | think we would probably be able to anticipate
and I’m sure that Kevin would be able to anticipate. | don’t want to place more
burden and more restrictions on an entity like the Airport because it has been
managed in such away that’s exceeded everybody’ s expectations and | just
wonder if we're doing it already and in previous discussions the Finance
Department agreed to exempt the Airport and Kevin Dillon has agreed to continue
providing the reports. For example, if that doesn’t happen then we can come back
here and talk about it again. To me, that seems the most logical approach.

Alderman Guinta asked are we moving on this tonight or is this going back on the
table?

Chairman Sheareplied | guess whatever the committee members wish to do.

Alderman Lopez stated we can either put it back on thetable. | think if thisisthe
final draft, | think the only major issue is whether we put Water Works and the
Airport as an exemption into the ordinance. | agree with Kevin an ordinanceis
very hard to change and maybe that’ s what an ordinance does. It’'s very, very hard
to change and it should be very hard to change because we change every year or
every two years up here and different people comein and it would be so easy to
make a policy and say that the Water Works and the Airport are exempt...anew
Board comesin and it’s very easy to get three or four Aldermen to change a
policy. So, inthis particular situation | think between the Water Works and the
Airport should be included in the ordinance to make it hard to change so that if
we're having problems we can call them both in and change the ordinance but the
history of the situation should always be there.

Chairman Shea asked your recommendation, Kevin, is?

Mr. Clougherty replied thisis our recommendation. Wereally feel that thisisthe
way it should be and that it provides flexibility for this committee to deal with the
admittedly unique requirements that the Airport has and we think that they are
better addressed at the committee level than at the Board level in some respects.

Alderman Smith stated | wasn’t going to say anything but, Kevin, | thought that
Water Works comes under the PUC and | don’t think we do anything except set
the rates for their employees. They have an independent committee, the
committee acts on their own and | was aways under the assumption that we
couldn’t touch the Water Works.
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Mr. Clougherty stated no they are a City department. They have some unique
requirements if they set rates outside the City, they have some unique
requirements that they are required by the PUC for reporting purposes as a public
utility, but they are a City department and we issue their debt, we' re responsible
for all of their bonds and for their reporting and their accounting and issuing their
checks and everything else.

Alderman Smith asked doesn’t the Water Works have their own finance
department, don’t they take care of their own needs such as collections and so
forth.

Mr. Clougherty stated they have the same financial arrangement as the Highway
Department and EPD and everybody else, they all have their own finance people
that are there and all feeds into one central system that we oversee.

Alderman Smith stated | think the Water Works has a tremendous collection
agency...they can turn off the water and I’ m sure the only way they’re stuck isif
somebody goes through bankruptcy, so | think they have adirect control.

Mr. Clougherty stated that is what’ s reflected in this document.

Alderman Lopez moved to amend “G” of the Final Draft at the end indicating that
the Water Works and Airport has been granted special exception to this
ordinance. Alderman Guinta duly seconded the motion. The motion carried with
Chairman Shea duly recorded in opposition.

Alderman Lopez moved to accept the remainder of the Final Draft. Alderman
Thibault duly seconded the motion. There being none opposed, the motion
carried.

10.  Communication from Kevin Buckley, Internal Audit Manager, submitting
the Internal Audit Report relative to the Traffic Department (Canal Street
and Victory Garages).

(Tabled 06/24/02 pending reports from City staff.)

This item remained tabled.



09/17/02 Accts., Enroll. & Rev. Admin.
27

There being no further business to come before the Committee, on motion of
Alderman Thibault, duly seconded by Alderman Guinta, it was voted to adjourn.

A True Record. Attest.

Clerk of Committee



